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NEW YORK STOCK EXCHANGE 1948 
MONTH END DATA ; 






1947 











August July June August 





Shares Listed 





Shares in Short Interest D 


eed ae 1,862 
Market Value of Listed Shares (Mil. $) 70,862 | 71,056 | 74,507 68,184 
Par Value of Bonds Listed (Mil. $) 131,707 | 131,593 | 131,481 137,628 
Market Value of Listed Bonds . ce ow ~« OS 131,610 131,645 | 133,746 141,236 
Market Value of All Listed Securities . . . . . (Mil. $) 202,472 202,701 | 208,253 209,420 
Stock Issues Listed . (No.) 1,413 | 1,410 | 1,410 1,369 
Bond Issues Listed . aula ees (No.) 907 | 903 | 905 921 
Total Stock and/or Bond Issuers . (No.) 1,227 | 1,226 | 1,225 1,211 
| 
Stock Price Index (12/31/24 = 100) AB . . . . (%) 77.7 78.2 | 82.3 78.3 
Flat Average Price—All Stock Issues A. . . . . ($) 45.70 46.22 47.97 49.76 
Shares: Market Value -- Shares Listed A. . . . ($) 35.47 35.69 | 37.68 36.62 
Bonds: Market Value + Par ValueA ..... ($) 99.93 | 100.04 | 101.72 102.62 


Member Borrowings on U. S. Govt. Issues . . (Mil $) | 84 115 | 140 151 
Member Borrowings on Other Collateral . . . . (Mil. $) 239 260 257 184 

Per Cent of Market Value of Listed Shares. . . (%) 0.34 0.37 0.35 0.27 
Member Borrowings—Total ew = x 


N. Y. S. E. Members’ Branch Offices . 
Total Non-Member Correspondent Offices . 








Customers’ Net Debit Balances C . cick 2 eS? | 573 | 608 | 619 550 
Credit Ext. on U: S. Govt. Obligations . . . . (Mil. $) 54 74 68 77 
Customers’ Free Credit Balances C (Mil. $) | 551 | 577 579 656 

| 

DATA FOR FULL MONTH 
Reported Share Volume . (Thou.) 15,039 | 24,585 30,922 14,153 
Ratio to Listed Shares . (%) 0.75 | 1.24 1.57 0.76 
Daily Average (Thou.) 684 1,171 1,406 674 
Total Share Volume (Incl. Odd Lots) D . . . . (Thou.) 21,032. | 32,676 42,416 21,534 
Money Value of Total Share SalesD. . . . . . (Thou. $) 623,414 | 934,039 | 1,223,444 624,325 
Reported Bond Volume (Par Value) . .. . . (Thou. $) 55,967 75,831 104,021 | 60,490 
Ratio to Par Value of Listed Bonds. . . . . (%) 043 | .058 078 044 
Daily Average ey cde Pe tse os (Thou. $) 2,544 | 3,611 4,728 2,881 
Total Bond Volume (Par Value) D. . . . . . (Thou.$) 63,479 | 86,380 117,483 70,705 
Money Value of Total Bond SalesD. . . . . . (Thou. $) 48,470 | 64,672 | 85,560 56,618 
N. Y. S. E. Memberships Transferred . . . . . (No) | 2 | || 3 2 
Average Price cae eee ($) | 62,000 | 68,000 66,333 68,000 
| | 8/13/48 7/15/48 9/15/47 

| 













(Mil.) 1,998 | 1,991 | 1,977 





(No.) 930 
(No.) 2,726 


932 
2,714 


932 912 
2,711 2,655 





| | 

(Mil. $) | 323 | 375 | 397 335 
| 
| | 














(Thou.) | | 1,009 | 1,075 1,329 














A—Based on issues listed at the end of each month; such issues 
and/or their amounts vary from month to month. 


B—Adjusted for split-ups, split-downs and stock dividends but 
NOT for new listmgs or suspensions. D—Based on ledger dates. 









C—Reported only by member firms which carry margin accounts. 
Excludes accounts carried for member “firms which are 
members of national securities exchanges and for general 
partners of such firms. 


FRONT COVER PHOTO BY CHARLES PHELPS CUSHING 















































IVOTING on Labor Day, business 

considers the results of summer and 
begins to shape its plans for autumn and 
winter. The same analytical tendency 
surrounds the field of investment and 
trading in securities. 

What does the stock market’s perform- 
ance during the vacation season seem to 
offer as accomplishment prophetic of the 
months ahead? 

Have the movements of prices and 
other evidence of public interest during 
the “dull season” disclosed an economic 
drift which is possible of interpretation in 
terms of the future? 

Such questions as these occupy a great 
deal of market attention, especially when, 
as at present, they are cast against a back- 
ground which may frankly be labeled as 
disappointing. The first three weeks of 
May brought an expansion of market 
optimism. It proved to be short lived in 
spite of an impressive record of manu- 
facturing, distribution and railroad ac- 
tivities, of sizable profits overcoming 
rising costs. On May 1, the Dow, Jones 
& Co. industrial average stood at 180.28. 
By June 15 it had risen to 193.16, and 
thereafter it retraced its steps to a level 
under 180 and was able to rally by the 
end of August only to 181.71. 

The railroad average, to refer to a sup- 
plemental marker of market progress or 
stability, did considerably better over the 
same period. On May 1 the 20 rail stocks 
comprising the Dow-Jones average stood 
at 58.05. Its highest in June was 62.90 
and later, up to August 31, it receded no 
lower than to 61.53. Yet neither recorder 
of stock market interest was able to make 
good the promise of May and the first 
half of June. 

Why was an expected carry-through, 
apparently forecast by the spring stock 
market, weakened into a sluggish retreat 
during the summer? A number of ex- 
planations spring easily into the fore- 
ground— 

The serious situation in Berlin; the 

















































Nine-Year Drift 


of Common Stock Dividend Yields 


special Congress session which focused 
public attention sharply upon the rising 
cost of living and the scarcity of housing; 
the biting give-and-take of politics in a 
Presidential year; curbs laid by Congress 
upon installment buying and mild restric- 
tions upon bank credit. These are only a 
few obvious explanations of a cramped 
stock market. 

Another explanation which has received 
little active publicity except among invest- 
ment analysts and commentators is the 





have distributed as much as 60 cents of 
each profit dollar and the range goes down 
to 45 or 40 per cent. 

The reasons why expanding companies 
have elected to retain a high percentage 
of their net income for expansion, replace- 
ments and reserves are well known to 
economists. They have been caught in a 
triple play—the ball going from a huge 
need for plant expansion to sharply rising 
costs for such expansion to a drying-up of 
the new equity capital market. It has been 
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“Business has been caught in a triple play—the ball going from a huge need for plant 
expansion to rising costs for such expansion to a drying-up of the new equity market” 


relatively meager part of corporation 
profits which has been distributed to 
stockholders in dividends. 

This last factor is to be emphasized be- 
cause it is fundamental in the intent of in- 
vestors to select common shares of profit- 
able companies with the expectation of 
getting a substantial return on their 
money. Of each dollar earned, net, it was 
long the practice among very many well- 
financed, aggressive corporations to pay 
60 to 75 per cent to their shareholders. 
These last two years, however—especially 
this year—relatively few corporations 


a case of borrowing or of supplementing 
inadequate depreciation reserves by using 
earnings generously. Or both. 

The companies that, in effect, acted to 
invest their stockholders’ earned funds in 
plant and working capital kept out of debt 
by that much and at the same time en- 
larged the asset value of the stockhold- 
ers’ property. That is sound economics 
... although it does not pay off in stock- 
holders’ current income from dividends. 
It may be that investors who, during the 
summer, took a pessimistic view of stocks 
because of this corporate practice also 
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viewed the prospects too dimly. A great 
deal of new construction, in oil, steel, tex- 
tiles, rubber, plastics and so on, and also 
a vast amount of renovation and replace- 
ment, has been pushed along and in great 
part paid for. The process has been ex- 
pensive. A business set-back of consider- 
able proportions could see much new 
plant temporarily unprofitable; but the 
demands of a growing population and 
world needs make the premise sound that 
the future will see favorable results of ex- 
pansion at a time when high productivity 
and consumption made cash payments 


possible. 


Timid Public Interest 


The foregoing causes _ speculation 
whether public interest in long-established 
equities has been more timid this year 
than the over-all situation warranted. The 
fact that business has been active and 
prosperous is generally realized; perhaps 
too little attention has been paid by aloof 
investors to the probability that a great 
part of post-war rehabilitation and exten- 
sion of plant will be completed this year. 
Completed and, so far as earnings have 
been applied, paid for. 

The realistic side of the employment of 
corporate net profits, as intelligent invest- 


ment views it, leans less on an angle 
toward income retained than toward in- 
come disbursed. The matter of dividend 
yields receives first attention; a proposi- 
tion dealing with what yields might be 
under easier corporate necessities stands 
in second place. The statistics accompany- 
ing this discussion reveal what representa- 
tive yields are now. To show, for the 
purposes of investor study, what they were 
in fairly recent past years additional 
columns for comparison are included. 

The spacing over nine years was made 
advisedly. The yields of 1939 were those 
shortly before World War II erupted with 
the German attack on Poland. The yields 
of 1944 were those after heavy income 
taxation impinged upon the corpora- 
tions; in August, 1944, the United States 
had also proceeded far through three 
years of conflict with its attendant stimu- 
lation of corporate activities; and the 
1948 figures show yields shortly before 
the Labor Day change-over into autumn 
plans and enterprise. 

To examine the table, it should be kept 
in mind that each year has been set upon 
a common denominator, i.e., the “indi- 
cated” dividend rates of the 25 compa- 
nies for the past years are as they stood 
late in August. In many instances, extra 


payments were made near the year 
and these are not counted in. The “q 
cated” rates of this year are on the s@ 
basis . . . they do not speculate 
what the extras, if any, may prove 
before the close of December. 

A count shows that yields on 15 of: 
25 stocks were higher near the end. 
August this year than at the corresp 
ing date in 1939, a year of uneasy p 
when this country had received fe 
the war orders which were to come fig 
abroad. Compared with 1944, this yeg 
showing notes that 12 of the 25 issues 
yielding more than they did four yeg 
before. In a number of instances yields 
are about the same now as they were® 
1944, re. 

The exhibit shows that, whatever 
proportion of earnings represen 
companies are retaining in their busi 
actual yields make a strong comparison 
with those of the past years. Had the com. 
parison been extended to include August, 
1946, current yields would have made an 
even more impressive showing, for the 
market then, while retreating from the 
1946 peak, was still recording a Dow 
Jones industrial average position of 
W)1.04, compared with 183.21 on that 
date this year. 


y 





EXHIBIT OF REPRESENTATIVE YIELDS OVER NINE YEARS 


Aug. 25, 1939 





_= 


Aug. 25, 1944 


-———._ Aug. 27,198 ——=< 





Indi 


icated Indicated 
Dividend Rate 


Dividend Rate 
$6.00 
3.00 
2.50 (a) 
2.50 
3.00 
9.00 
1.40 
1.60 
2.40 
4.00 
6.00 
5.00 
2.00 
2.00 


Indicated 
Dividend Rate Yield 


$6.00 5.1% 
3.00 7.7 
3.00 
0.50 
5.00 
9.00 
1.40 


Yield 
9.1% 
6.4 
5.0 
8.6 
5.5 
5.5 
5.0 
6.5 
7.1 
6.3 
4.0 
3.2 
6.2 
3.6 
3.8 
2.8 
3.3 
3.8 
5.7 
3.8 
9.8 
3.5 
5.4 
5.2 
6.9 


Yield Price 

66 

4634 
50% (a) 
29 

54% (a) 
163% 

28 

2456 

34 

63% 
151% 
154 

32% 
56% 
26% (a) 
$3. (a) 
30% 
15% 
17% 
13% 
20% (a) 
14% 
28 
19% 
583 


Price 
118 
38% 
60 
19 
91% 
1544 
26% 
23% 
73% 
98 
187% 
172 
43% 
67% 
41% 
101 
41% 
38% 
46% 
18% 
36% 
23 
44 
2936 
793% 


Issue Price 
Atchison, Topeka & Santa Fe Ry. Co.. 23% 
Chesapeake & Ohio Ry. Co........... 32% 
Norfolk & Western Ry. Co. 
Pennsylvania R. R. Co 
Union Pacific R. R. Co.. 
American Tel. & Tel. Co.. 
Commonwealth Edison Co.. . 
Cons. Edison Co. of N. Y., Inc... 
El Paso Natural Gas Co........ 
Peoples Gas Light & Coke Co.. a 
Allied Chemical & Dye Corp......... 
E. I. du Pont de Nemours & Co.. 
Freeport Sulphur Co. 
Procter & Gamble Co... . 
Union Carbide & Carbon Corp.. 
Amerada Petroleum Corp........... 
Atlantic Refining Co...... 
Barnsdall Oil Co.... 
Plymouth Oil Co. 
Socony-Vacuum Oil Co., Inc. 
Bethlehem Steel Corp............... 
Mie es WN oso ioe Shiciece sivcinrwis 
Inland Steel Co. 
Republic Steel Corp..... 
eh EN IR oa cig o's) ol sai Rak see 45 


(a)—Adjusted for stock split-ups. 


6.2% 


$2.00 
2.50 (a) 


(a) 





0.67 (a) 
1.00 (a) 
1.00 
1.00 
1.40 
0.50 
0.67 (a) 
0.67 (a) (a) 



















By WALTER S. MORRIS 


N investment terms, it is the showing 

of the motion picture industry which 
determines the course of earnings and 
dividends in the amusement field. A dis- 
couraging earnings and dividend trend 
has been in effect for some eighteen 
months. For instance, in the industry net 
income figures, shown in the accompany- 
ing Table II, a decline of approximately 
10 per cent was registered in 1947 as 
compared with 1946, and based on the 
figures thus far revealed for this year, 
it is likely that the figures for 1948 will 
reveal a drop of at least 20 per cent and 
perhaps as much as 30 per cent. 

The forces making for this decline have 
been several, both domestic and _inter- 
national, In this country, attendance has 


Problems in a Boom Period ¢ 


THE MOVIES HAVE THEM 


been falling in motion picture theatres, 
with resulting reductions in gross revenues 
and erosion of profit margins. At the 
same time, income from foreign film 
rentals was reduced, at first moderately, 
and it is now in the process of drastic 
decline, due to revised exchange relation- 
ships with other countries, primarily 
Great Britain. The concurrence of these 
factors, appearing at a time when con- 
sumer incomes and the profits of other 
industries are still rising has led to wide- 
spread fears that the motion picture in- 
dustry has suffered a permanent impair- 
ment in its investment position. 

Table I on the next page shows long- 
term expenditures to permit the analysis 
of the competitive position of motion 
pictures as compared with other products 
on which the consumer spends his money, 
both for necessities and for entertain- 
ment. These figures are taken from the 
various income and expenditure estimates 
made by the Department of Commerce. 

The first five columns of the table show 
the dollar estimates for certain relevant 
series and the last four express the figures 
for motion picture expenditure as _per- 
centages of the others. These series may 
be described as follows: 

DISPOSABLE PERSONAL INCOME: This is 
the national income paid out to individ- 
uals and reduced by their income taxes. 
It represents the money income which 
people have to spend and save. 

CONSUMER EXPENDITURES: This is an 
estimate of all of the expenditures by 
consumers and will be equal to disposable 
income after the deduction of savings. 


RECREATION EXPENDITURES represent 


Scene during filming of “State of the 
Union,” a Metro-Goldwyn-Mayer release 


HOTEL ASIO! 
ad wo ° 
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the total amount spent by consumers over 
a rather broad area: in addition to the 
various forms of entertainment for which 
one pays admission, there are estimates 
of expenditures for radios, musical instru- 
ments, bowling, billiards and so forth. 
SPECTATOR ADMISSIONS: This narrower 
conception involves expenditures at mo- 
tion picture theatres, sporting events, 
legitimate theatre, circuses, concerts and 


the like. 


SMAIQWQ*es 


EWING GALLOWAY 


One generalization appears immediately 
after some study of Table I. It would 
seem that motion picture expenditure 
tends to absorb a larger percentage of 
national income, consumer expenditure, 
and total expenditures on recreation in 
periods when income is low (1931-1934 
and 1938); it tends to absorb a smaller 
percentage in periods when the other 
factors are high (1929, 1936-37, 1941 
and from 1946 to the present). The 
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TABLE I—CONSUMER EXPENDITURE PATTERNS 
Motion Picture Expendi- 

Disposable Consumer Expenditures on: tures as percentage of: 

Personal Consumer Spectator Motion Recre- 

Income Expen. Recreation Admissions Pictures Disp. Cons. ation Spectator 

(Billions) (Billions) (Mill.) (Mill.) (Mill.) Inc. Exp. Exp. Admissions 
1947 . $173.6 $164.8 $9360 $1832 $1380 .795% 837% 14.7% 15.3% 
1946 . 159.2 147.4 8625 1837 1427 = .895 967 16.5 tied 
1945 . 149.4 122.8 6021 1531 1259 —-«.841 1.028 20.9 82.2 
1944 . 145.6 111.4 5314 1406 1175 ~—-.807 1.030 22.1 83.5 
1943 . 131.6 101.6 4664 1174 987.751 971 21.2 84.0 
1942 . 116.2 90.8 4590 1102 924 .795 1.018 20.2 83.8 
1941 . 92.0 82.3 4225 937 756 = 821 920 17.8 80.7 
1940 . 75.7 72.1 3740 876 709.935 984 18.9 80.9 
1939 . 70.2 67.5 3446 821 659 .938 975 19.1 80.2 
1938 . 65.5 64.5 3235 816 663 1.010 1.028 20.5 81.2 
1937 . 71.1 67.1 3374 818 676 = .950 1.010 20.0 82.7 
1936 . 68.3 62.5 3014 759 626 =.917 1.000 20.8 82.4 
1935 . 58.0 56.2 2625 672 556 = .960 .990 212 82.7 
1934 . 51.6 51.9 2437 625 518 1.010 1.000 21.3 83.0 
1933 . 45.2 46.4 2199 573 482 1.065 1.040 21.6 84.2 
1932 . 47.8 49.2 2439 631 527 1.100 1.070 21.6 83.5 
1931 . 63.0 61.2 3298 854 719 1.142 1.171 21.8 84.1 
1930 . 73.7 70.8 3986 892 732.993 1.032 18.4 82.0 
1929 . 82.5 78.8 4327 913 720 3=—.873 913 16.6 78.9 








reason for this is obvious; motion pictures 
represent one of the most basic forms of 
spectator entertainment, ingrained by 
habit among most sections of the popu- 
lation, and are at the same time relatively 
low in cost. Moreover, the prices tend 
to fluctuate less than do the prices of 
other commodities and other entertain- 
ment, showing even now a smaller ad- 
vance over pre-war cost than the general 
price level. 


Miss Out on Boom Spending 


Hence, in periods of boom, motion 
picture expenditures advance along with 
all other expenditures but they tend to 
rise at a slower rate as more costly 
forms of entertainment can be enjoyed 
by the public and more lavish whims can 
be gratified. When the rise in all prices, 
particularly those for necessities, reaches 


proportions such as mark the present 
period, the movies are subjected to addi- 
tional strain. Its most prosperous cus- 
tomers seek out more luxurious pleasures, 
while its mass market feels the pinch of 
high living costs and the lure of expensive 
durable goods such as radios, television 
sets, pianos and motor cars. This fact 
is underlined by the unusually high per- 
centage of consumer expenditure going 
to the movie theatre during 1942-45, all 
years of record national income up to 
that time. During this period, other 
forms of entertainment were curtailed, 
the OPA kept prices for necessities on an 
even keel, and production of most durable 
commercial goods ceased. 

The declining proportion of consumer 
incomes and expenditures recently going 
to the motion picture box office can there- 
fore be regarded as a symptom of the 
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boom conditions prevailing and the gg 
sation of war-time abnormalities, Tj 
present level of business activity being @ 
a new peace-time record, it is logical 
the percentage spent on movies sk 
reach an all-time low. Conversely, } 
record suggests that these trends will, 
reversed when business declines at sj 
time in the future. While such a q 
tingency could be unfavorable for moj 
pictures as for all other industry, it 
at least tend to restore the long 
percentages revealed in Table I. Sh 
such be the case, the probabilities fg 
an above average relative trend of gr 
revenues for the industry in the 
period of cyclical adjustment. j 
Turning to the trend of profits, T, 

II spells out the record of the last: 
years. The figures here are also the 
of the Department of Commerce, but 
coverage is slightly different, the meme 
urements being taken at the corpora 
level with some inevitable duplication du 
to the fact that the sales and profits from 
production, exhibition and export are all 
lumped together. 


Wider Profit Margins 
































Margins can be seen to have widened 
considerably from the war period on. At 
first this was due to the extreme length 
of runs, arising out of the reduced supply ee 
of films during the war period. Margins ae 
began to narrow in late 1946 as high the 
cost post-war pictures began to be te the 
leased, and this trend has continued » 


met 
to the present. In the absence of ayy J sp} 
further decline in gross revenues from J mo) 
present levels these margins could k § mic 
expected to stabilize in the near future § pan 
as the industry cuts expenses sharply, thei 
but the declining trend of foreign busines Bt, , 


and the possibility of certain additional T 
adjustments in this country suggest com § ap 
tinued moderate erosion. equ 

Weighing the pros and cons, the pot B the 
war low in earnings before taxes may 


tain 

set at approximately the 1942 level, wih add 
industry earnings after taxes in the neigh lon; 
borhood of $100,000,000, or about the B hee 
1944-45 level and about half of the 1468 uc) 
peak. Taking the mean of 1947 resus Ray 
and this projected low, one arrives at a bid 
average of approximately $130,000,00,8 and 
or about two and a half times the prewat§ spl 
peak as the probable normal earning §  spli 
power of the industry over a busines T 
cycle. vide 
Certain qualitative factors must becor@ éay 
sidered in the investment outlook forte § the: 
industry. The rapid growth of television § Ing 


(Continued on page 12) 























Old-Line Stocks 


Dominate Group 
of Equities 
Split This Year 
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HE accompanying list of equities 

listed on the New York Stock Ex- 
change which have been split this year 
reveals at a glance some differences from 
the split-up stocks of last year. In 1947 
the number was far larger than develop- 
ments thus far indicate for this year. 
Splits in ratio of two shares for one or 
more totaled nearly 50 last year; through 
midsummer this year, only 18 listed com- 
panies have completed plans to multiply 
their shares, to which will be added five 
to occur subsequent to July 31. 

This year’s statistics include, with only 
an exception or two, “old-line” stocks, 
equities which have long been listed on 
the Big Board. In 1947 the roster con- 
tained a notable number of fairly recent 
additions to the list. In regard to age, the 
long periods during which the stocks had 
been listed, attention goes in the table to 
such issues as Bethlehem Steel, Ingersoll- 
Rand, International Harvester, Union Car- 
bide & Carbon, the Union Pacific issues 
and Worthington Pump. Bethlehem Steel, 
split 3 for 1, could look back to a previous 
split of the same extent in 1936. 

The list includes stocks obviously di- 
vided into an enlarged total of shares be- 
¢ause high prices had tended to make 
them unwieldy in the auction market— 
Ingersoll-Rand, Union Carbide & Carbon 
and Union Pacific. In general, the split 


stocks were in the medium to fairly high 
priced categories and an intention behind 
capital changes was. probably to promote 
marketability, the acquisition of an en- 
larged public interest at moderate prices. 
In due time, precedent suggests that the 
new equity market will break out of the 
doldrums which have gripped it for more 
than a year and some companies are look- 
ing forward to possible needs for addi- 
tional capital through share offerings to 
the existing owners of their securities. 





Split-Ups of Stocks Listed on New York 
Stock Exchange in Ratio of 2 to 1 or More 


Effective 
Ratio of Date 
Split in 1948 
Bethlehem Steel Corp. -3forl Jan.19 
Bigelow-SanfordCarpetCo.,Inc.2 for 1 Apr. 28 
Crown Cork & Seal Co., Inc. 2forl Jan.29 
Emerson Radio & Phon. Corp. 2forl Mar.2 
Food Machinery Corp. -2forl Jan.12 
Grumman Air. Engin. Corp. .2forl June 30 
Ingersoll-Rand Co. -2forl June9 
Interchemical Corp. .2forl May4 
International Harvester Co. .3forl June 7 
Island Creek Coal Co. .2forl Feb. 10 
Mack Trucks, Inc. . .2forl May4 
Paraffine Companies, Inc. .3forl Feb. 20 
A.O.Smith Corp. . . . . .2forl Apr.12 
Union Carbide & Carbon Corp. 3 forl May17 
Union Pac. R.R. Co. (com.) .2forl Julyl 
Union Pac. R.R. Co. (pref.) .2forl Julyl 
Warren Petroleum Corp. .2forl Jan.2 
Worth. Pump & Mch. Corp. .3forl Apr.1 






No less than 14 distinct industries are 
represented by the 18 stocks of the table. 
This fact carries its own suggestion of the 
improving corporate status which a long- 
extended period of active business brings 
about. The status referred to deals par- 
ticularly with the rising estimation of an 
equity which investors attain when busi- 
ness produces well-sustained earnings. 
The comfortable net incomes of 1946, 
1947 and 1948 have established an earn- 
ings plateau which figured in some plans 
for split-ups. Despite a reluctant stock 
market, many of the issues were advanced 
to levels which offered a more impelling 
basis for multiplying the shares, and this 
process derived from investor selection, 
lodged upon research and analysis. 


Level of Market Activity 


In view of the large total of split-ups 
last year, conjecture raises a point, how- 
ever, whether general market activity has 
an important bearing upon decisions to 
increase the shares of a corporation. 
Trading on the New York Stock Exchange 
in 1947 involved a considerably smaller 
turnover than this year. 

It could be reasoned that corporate 
managers, hoping to promote enlarged 
stock ownership, view sluggish market in- 
tervals as an inducement to split their 
stocks with the aim of bringing in an in- 
creased participation because of lower 
prices. But a more logical reasoning ap- 
plies to realistic considerations; such as a 
more flexible market, whether business be 
active or not; laying the groundwork of 
an active response to necessitous liquida- 
tion (in settling an estate, raising funds 
for tax purposes, etc.); broadening the 
market base against the day when a de- 
sire for diversification may urge the sale 


of blocks of closely held stock. 


Increase in Listed Shares 


During active speculative markets of 
past years, the impression prevailed that 
equity issues comprising larger share totals 
received far greater public attention than 
did smaller issues. When, however, stocks 
are dull, it is a question whether this rea- 
soning holds good. Single equities come 
into competition today with a grand over- 
all total in excess of 1,997,582,000 shares 
in the Stock Exchange list, an increase of 
over 91,069,000 shares this year. 

Stocks projected for split-ups to occur 
after July 31, as so far announced, com- 
prise long-listed equities. They are E. W. 
Bliss, Grand Union Company, Phillips- 
Jones Corporation, Texas Pacific Coal & 


Oil and Wesson Oil & Snowdrift. 









ECURITIES market researchers 
finding much material to direct their 
studies into the rubber industry. Take au- 
tomobile tires. It looked in the first quar- 
ter of this year as though a competitive 
sales situation had struck in heavily. Pas- 
senger car tire shipments. in that period, 
amounting to 13,300,000 for the industry 
as a whole, were 27 per cent less than in 
the corresponding stretch of 1947. Good- 
year announced a 30 per cent reduction 
in tire production and Goodrich lowered 
its working week to 30 hours. 

This setting appeared to indicate that 
the flush days of the war years and the 
first two post-war years were being suc- 
ceeded by a return to old-time, normal 
competition. This despite continuing 
large-scale production of motor cars. But 
shipments of tires picked up notably in 
April and May, and June brought new 
rubber consumption higher than in June 
of last year. Goodyear reported that all 
its plants were working at capacity at the 
end of June. 

A point to be kept in mind is that the 
major rubber concerns produce thousands 
of products besides tires, many of which 
offer growth possibilities. 
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Research is whetted by the performance 
of the stocks of large companies listed on 
the New York Stock Exchange. High per- 
share earnings, maintained for several 
years, have not prevented considerable 
erosion of share prices. The average price 
of the equities of the four largest compa- 
nies is about 41 per cent below the aver- 
age computed at the 1946 maximum price 
level, compared with a decline of about 
15 per cent for the Dow, Jones & Co. in- 
dustrial average. Goodrich has displayed 
a somewhat greater degree of resistance 
to the reverse movement, selling about 
35 per cent under the 1946 top. Good- 
year, U. S. Rubber and Firestone have 
displayed a notable uniformity by regis- 
tering declines of 44, 45 and 43 per cent, 
respectively. Dividend yields of more 
than 8 per cent are returned by all four, 
and all are selling at prices showing his- 
torically low ratios of price to earnings. 


Sort of Trade Paradox 


In ordinary times, the combination of 
such figures as the foregoing would con- 
stitute a business paradox. Today, how- 
ever, with many unusual cleavages show- 
ing in the industrial field between share 
prices, earnings and dividend yields, the 
rubber situation may hardly be called 
extraordinary. But so high an average 
dividend return as that mentioned does 
lend point to an examination of the rub- 
ber business . . . launched from a platform 
supplied by events of recent years. 

In appraising the various factors cur- 


Cord material for balloon 
tires is run through a drying 
machine at a rubber factory 


EWING GALLOWAY 


Summer Pick-Up Follows Ses 
In Rubber Product Fi 


rently affecting the rubber manufacturers, 
the principal unfavorable elements might 
be considered first. There is little doubt 
that with the return of the intensely com- 
petitive environment that is characteristic 
of the industry, selling expenses of the 
rubber companies will increase to a closer 
approximation of the pre-war relationship 
to sales than that which prevailed in 1947, 
In 1939, selling, general and administra. 
tive expenses of Firestone and Goodrich 
(selling expenses are not reported sepa 
rately) were equal to about 25 per cent 
of sales, while in 1947 the ratio was only 
13 per cent. 


Replacement Sales 


In addition, a declining proportion of 
total tire sales is taking place in the 
highly profitable replacement market 
This market accounted for 80 per cent of 
total shipments in 1946 but only 68 per 
cent in 1947, gradually approaching a pre 
war average of about 62 per cent. Thus, 
with high unit sales, profit margins may 
shrink, particularly in view of the grow 
ing emphasis on lower quality tire lines 

Among the developments which have 
contributed much to the economic strength 
of the rubber industry, the increased di- 
versification of the major fabricators is 
prominent. A few illustrations: Good 
year’s entry into the prefabricated hous 
ing field and its growing list of aviation 
products; the activities of Goodrich in 
chemicals and plastics with products made 
of polyvinyl resins; U. S. Rubber’s de 
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EXHIBIT OF LEADING@ND RUBI 

Price 
Recent ings 

Price  peragpratio 
Firestone ....... $47 $13 to 1 
B. F. Goodrich ... 57 16 to 1 
Goodyear ....... 43 108) to 1 
U. S. Rubber .... 44 im tol 

* Six months ended April 30. 
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perS@Ratio 1947 Jo 6mos. 1948 
$13m> to 1 $4.00 8.5 $6.04* 

16H to 1 5.00 8.8 7.64 
10 to 1 4.00 9.3 6.16 
Oi to 1 4.00 9.1 4.70 





velopment of rubber cement and rubber- 
covered wire; and Firestone’s expanding 
mail-order business. 

Also of major importance is the greater 
degree of control over costs that has been 
achieved by the leading companies by 
virtue of supplying their own cotton and 
cord requirements for tire fabric from 
company-owned plants, plus the increas- 
ing use of rayon which has greater price 
stability than the cotton it is replacing 
as a raw material. 

It is estimated that there are at least 
30,000 individual items constituting the 
mechanical rubber goods division of the 
industry. Some examples of mechanical 
rubber products are vacuum cleaner hose, 
rubber springs for railroad cars, vibration 
dampeners used with heavy machinery, 
and more than 200 automobile parts. The 
unusual growth potentialities of this 
branch of the industry are indicated by 
the fact that it accounted for 21 per cent 
of the dollar value of all rubber goods 
sold in 1941, and the current volume is 
more than twice the $150,000,000 level of 
sales registered in 1937-1939. 


Mechanical Goods 


Hose and belting are the most impor- 
tant individual mechanical rubber prod- 
ucts. Sales of products in this category 
are expected to reach $190,000,000 this 





year, or 129 per cent above the level at- 
tained in 1941. It is interesting to note 
that the longest conveyor belt system in 
operation today is Goodyear’s “rubber 
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Fine steel wire is fed into tire-ply construction at Firestone’s Akron plant 


railroad,” constructed to haul rock 7 miles 
to the site of the Bull Shoals Dam in 
Arkansas. The longest similar installation 
ever built was a 10-mile system developed 
by the same company for use in building 
Shasta Dam. 

Few raw materials fluctuated more 
sharply in price during pre-war years 
than crude rubber. In the collapse of the 
crude rubber market that began in the 
middle of July, 1925,-and lasted until the 
middle of 1932, the price of rubber de- 
clined from $1.25 a pound to a low point 
of 2-9/16 cents a pound. 

More recently, a drop in rubber prices 
from 24.2 cents a pound in March, 1937, 
to 11.6 cents in May, 1938, was reflected 
in inventory losses which amounted to 
$5,700,000 in the case of Goodrich and 
$3,800,000 for Firestone. While both of 
these companies are now following the in- 
dustry pattern in setting up reserves of 
$20,000,000 each as_ protection 
against future inventory losses, a new fac- 
tor makes it unlikely that reserves of this 
size will prove necessary. Today, the con- 
stant availability of a synthetic rubber 
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A new use for rubber is in 
shown here exploring for oil in the Louisiana marshes 
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supply places a ceiling on the sales price 
which may be obtained for crude rubber. 
It is estimated that if natural rubber 
should be priced 4 cents a pound higher 
than general purpose synthetic (GR-S), 
use of the latter would be accelerated. Al- 
though the current price of 23 cents per 
pound for natural rubber appears suffi- 
ciently high to stimulate the use of syn- 
thetic when compared to the fixed Recon- 
struction Finance Corporation price of 
181% cents for synthetic, the cost of natu- 
ral rubber to the industry averaged over 
recent months has not actually been high 
enough to further the use of GR-S. 


Stock Piling 


However, due to the political and eco- 
nomic difficulties which have restricted 
rubber production in the Far East, and 
the pressure on natural rubber supplies 
which has resulted from United 
States Government stock piling 
and heavy Russian purchases, 
current synthetic production is 
running at the rate of about 
500,000 tons a year. This is ap- 
the “marsh buggy.” 
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proximately 50 per cent of synthetic pro- 
ductive capacity. According to the latest 
estimates of the Department of Commerce, 
Far Eastern production of 1,500,000 tons 
of natural rubber, plus the 500,000 tons of 
synthetic, will provide an ample supply 
for all domestic requirements as well as 
foreign demand in 1948. 

Although in certain applications, such 
as in contact with corrosive acids and 
greases, synthetic rubber has been found 
to be superior to the natural product, its 
ability to withstand the price and quality 
competition of natural rubber is ques- 
tionable. 

Therefore, in order to ensure the sur- 
vival of the synthetic rubber industry 
which provided 85 per cent of the rubber 
consumed during the war years, Congress 
recently enacted the Rubber Act of 1948. 
The Act is to be in effect until June, 1950, 
and provides for a mandatory annual con- 
sumption of at least 222,000 tons of syn- 
thetic rubber, or about one-third of the 
665,000 tons of rated capacity repre- 
sented by the synthetic plants that are to 
be retained by the Government until 1950. 
Ultimately, the Government-owned facili- 
ties are to be sold or leased to private 
industry. 

The recent trend of consumption of 
the natural and synthetic product is shown 
in the table below. While two and one- 
half times as much synthetic as natural 
rubber was used in 1946, last year they 
were used in almost equal amounts. 





CONSUMPTION OF NATURAL AND 
SYNTHETIC RUBBER 


(Thousands of Long Tons) 





Natural GR-S Other 

Year (Synthetic) Synthetic 
*1948 372 204. 57 
1947 563 449 111 
oem lw oo we ee 632 130 
|. re || 5% 600 94 
| OR f° — 8 

*Seven months ended July. Source: Department of 

Commerce and Rubber Manufacturers Association. 





To return to the present, the rubber 
paradox (referring to the accompanying 
statistics on share prices, yields, earnings 
and price-earnings ratios) is further 
lighted by the latest reported per-share 
earnings of the four largest concerns. In 
view of such unsolved questions as com- 
petitive rubber goods prices, supplies of 
finished products and the state of public 
purchasing power during the months to 
come, the manufacturing companies offer 
ground for close analytical research on 
the part of investors. 
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Aircraft Manufacturing 


Shows “Spotty” Results 7 


IRCRAFT manufacturing companies 

found the financial air less bumpy 
during the first half of this year than in 
the same 1947 period. Readers of THE 
EXCHANGE have pointed out, however, 
that the net income gain of six concerns 
of the New York Stock Exchange list as 
reported in the August issue applied to a 
small segment of the industry and left 
uncovered the half-year results of the 
industry as a whole. The over-all situa- 
tion of the manufacturing group, as re- 
flected in the sampling, showed a “spotty” 
improvement during the period ended 
June 30 (or May 31 in case of two com- 
panies) partly because the income com- 
parison made contrast with a 1947 in- 
terval marked by much red ink. 

The group of six corporations, which 
were the only ones available for com- 
parison before press time in August, 
showed an estimated net income for the 
half year of $10,308,000, compared with 
$3,299,000 a year before. These coin- 
panies were Avco Manufacturing (fov- 
merly Aviation Corporation of America), 
Curtiss-Wright, Douglas, Grumman, Re- 
public and Wright Aeronautical. With- 
out taking space to particularize, all ex- 
cept two of these organizations included 
in net earnings certain sums taken from 
reserves or employed extensive carry-back 
credits for past excess profits taxes in 
the opening half of 1947, yet three of 
them noted deficits. 


Retroactive Price Increase 


One company, which had a deficit last 
year, added to this year’s substantial 
profit a considerable sum by crediting 
“retroactive price increases applicable to 
year 1947.” The product in this instance 
was a net income of $2,681,300, against 
a deficit of $241,800 for the first half of 
1947. This change effected a large advan- 
tage for the average profit showing of 
the group. Another company reported 
a net income of $1,826,600 this year, with 
a tax refund of $397,000, compared with 
a deficit of $476,200 last year with a tax 
refund then .of almost $2,500,000. None 
of the remaining five companies reported 
carry-back credits this year. 

As the foregoing indicates, the high 


percentage of the group’s average im- 


provement of net income resulted in part 
from the comparison of profits this year 
with a poor showing last year. Despite 
last year’s red ink, an average improve 
ment for the six companies is further ty 
be registered in these statistics: the ratig 
of the six months’ net income this year 
to the companies’ total net worth around 
January 1 was 3.04 per cent, compared 
with 1.06 per cent earned in the first half 
last year on the net worth around January 
1, 1947. On an annual projection, the 
ratio of earnings to net worth would be 
slightly more than 6 per cent this year, 
suggesting an approach to a normal eam. 
ings basis . . . considering, of course, the 
companies as a group. 

Review of the broad aircraft manufac. 
turing field indicates that the experience 
of individual companies cannot set a 
criterion of the full production industry, 
A compilation of the Aircraft Industries 
Association of America, Inc., shows that 
the 15 largest companies incurred a net 
operating loss of $79,837,000 in 1946 and 
a net loss of $3,009,000 after carry-backs 
and credits. The exhibit for 1947 edged 
far ahead of 1946 in respect to operating 
losses, the total for the 15 concerns being 
$116,438,000. The net loss amounted to 
$32,903,000 after all carry-backs and 
credits. 

Additional half-yearly reports, not 
available for comparison when the August 
magazine was issued, showed the first half 
of 1948 beneficial for six of eight com 
panies whose estimates covered the months 
up to June 30. Six showed a profit, twoa 
loss. Profit was aided for some by drafts 
upon tax credits; notably, in the instance 
of one prominent concern which dis 
closed a large final gain. 



















Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way @ 
recommendation for the purchase, sale 
or retention of any such securities. 
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MONTANA-DAKOTA 
UTILITIES CO. 


1,066,434 Shares 


Common Stock, Par $5 


Ticker Symbol: MNP 

















ONTANA - DAKOTA UTILITIES 

CO. was organized in 1924, The 
founders were men of long experience in 
the public utility business, having devel- 
oped electric properties in central Wiscon- 
sin and on the Mesabi Iron Range in 
northern Minnesota. The original utility 
developments in Wisconsin and Minnesota 
were absorbed into larger systems in the 
early 1920s, following which the group, 
made up largely of Wisconsin men con- 
trolling large lumber and paper-mill in- 
terests, together with R. M. Heskett, an 
engineer and present head of the com- 
pany, acquired a small electric utility 
operating in eastern Montana. 

From this small beginning the com- 
pany expanded by acquiring a number 
of local electric systems which were in- 
terconnected with transmission lines and 
power plants located at sources of cheap 
fuel. In 1926 the company acquired po- 
tential gas acreage in the undeveloped 
Baker field in eastern Montana and began 
a program of natural gas development. 
Today it serves a wide area in eastern 
Montana, western North Dakota and the 
Black Hills region of South Dakota. In 
the succeeding years the organization 
acquired additional gas fields in north 
central Montana and northern Wyoming 
and extended pipe lines from these fields 
to new markets. Today Montana-Dakota 
Utilities controls some 400,000 acres of 
gas lands serving 56 communities with 
natural gas over a pipe line system of 


(Right, above) Generating plant and 
substation of Montana-Dakota Utilities 
at Glendive, Mont. (Right, below) Com- 
pressor station near Baker, Mont. 


approximately 1,272 miles. Gross gas 
revenue for 1947 totaled $5,365,000. 

In 1946 the company acquired the 
electric properties of the Dakota Public 
Service Company, serving 59 communi- 
ties in North Dakota, including Bismarck, 
the State capital, Mandan, Dickinson and 
Ellendale, and 31 communities in South 
Dakota. These properties were contigu- 
ous to the company’s then existing system. 
In fact, several of the larger communities 
were already being served with natural 
gas. The work of merging the Dakota 
system is rapidly nearing completion, so 
that the units are now interconnected with 
a total of 2,468 miles of transmission 
lines and 7 steam power plants, 3 of which 
burn natural gas from the company’s 
own reserves for fuel. Two of the four 
coal burning plants on this system are 
supplied from the Knife River Coal Min- 
ing Company, a wholly owned subsidiary 
which carries on a wholesale coal busi- 
ness supplying many retail outlets in the 





area, together with a number of indus- 
trials, including several other utilities. 

In 1945 the Government completed the 
Fort Peck Dam on the Missouri River 
in Montana and has since constructed a 
line to a point 6n the company’s system 
at Glendive, Mont., where power is pur- 
chased at slightly below 4 mills per k.w.h. 
under a fifteen-year contract. This agree- 
ment provides that the Montana-Dakota 
transmission system will be made avail- 
able for transmission of Government 
power to rural electrification and irriga- 
tion projects in the area. An additional 
line is now under construction by the 
Bureau of Reclamation which will give 
the company additional connections near 
its steam plants at Beulah and Williston, 
North Dakota. 

This close working relationship with 
the Government’s program is proving 
satisfactory by providing a cheap source 
of power without requiring a large cap- 
ital investment, and is mutually advan- 



































tageous to the Government in making 
possible a wide distribution of power 
from Government projects for irrigation 
and rural electrification. 

In July, 1947, the properties of the 
Sheridan County Electric Company, serv- 
ing Sheridan, Wyoming, and surrounding 
area, were acquired. The company has 
served this area with natural gas since 
1930. 

Total gross revenue for the twelve 
months ended July 31, 1948, was $10,949,- 
000, of which 50 per cent was gas, 45 per 
cent electric and 5 per cent steam heat, 
merchandise and miscellaneous. 

The territory is largely agricultural, in- 
cluding a number of irrigated areas, and 
it also has important industries, including 
copper and zinc refining in the Great 
Falls, Montana, area, gold mining in the 
Black Hills, beet sugar refining, cement 
and bentonite manufacturing, coal mining 
and clay products manufacturing. There 
are six main-line railroads serving the 
territory, and the communities served by 
the company include railroad division 
points, county seats, and wholesale and 
retail trade centers. 





Halliburton Oil Well 
Cementing Company 


1,312,000 Shares 


Common Stock, Par $5 


Ticker Symbol: HAL 











HE company commenced business in 

July, 1924, in Oklahoma with capital 
stock amounting to $308,000 and a pro- 
gram for cementing oil and gas wells was 
based upon a method owned by another 
concern. Two years later $80,000 was also 
invested in the enterprise. At the end of 
February this year, the balance sheet in- 
dicated a net worth of approximately 
$22,000,000, attained principally by the 
reinvestment of earnings. 

Expansion, furthered by research, was 
pushed from the beginning, seven promi- 
nent oil producing companies taking an 
interest in the capital. Oil companies listed 
last April among the substantial share 
owners were Magnolia, Pure Oil, The 
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Texas Company, Phillips Petroleum, 
Humble, Gulf and The Atlantic Refining 
Company. The physical assets of Perkins 
Cementing, Inc., owner of the cementing 
process, were acquired in 1940. 

Among the working assets which en- 
abled the company to enlarge its activi- 
ties were a new type of cement mixer and 
a practical well-depth measuring device 
developed by Erle P. Halliburton, founder 
of the company. From time to time addi- 
tional services were offered to oil and gas 
producers, and manufacturing facilities 
were acquired for making both the spe- 
cialized equipment used by the Hallibur- 
ton organization and various tools and 
equipment for sale to others. The com- 
pany also engaged in sales of bulk cement 
and chemical admixtures to use with 
cement. 

In addition to well cementing, the com- 
pany supplies retrievable cementer, oil 
well formation testing, oil well acidation, 
dump bailer and certain electrical well 
services. 

Field operations are conducted through 
an organization of 11 geographical divi- 
sions operating in 19 states and abroad. 
The field operators act as salesmen, each 
job being contracted for separately under 
a standard form of contract. Approxi- 
mately 2,700 vehicles are in use, ready to 
service wells on a 24-hour basis. Hallibur- 
ton is the only company of the kind which 
reputedly operates on a national scale. 
Machine shops for repair work are owned 
at Duncan, Okla., for maintenance of this 
fleet of trucks and specialized traveling 
equipment. 

The essential purposes of oil well ce- 
menting are to eliminate the collapse of 
well casing from outside pressure; pre- 
vent blow-outs from high-pressure gas 
zones behind the casing, and to avoid oil 
contamination of fresh water which may 
be used for domestic supply. Most oil 
producing states have adopted regula- 
tions which require the cementing of all 
oil and gas wells in order to protect oil, 
gas and water strata. 

Oil well formation tests help to prevent 
the by-passing of productive areas and 
also to enable producers to avoid drilling 
in unproductive territory. The company 
recently began the sale of a new combina- 
tion gun perforating and testing service. 

Subsidiary companies were established 
in Venezuela in 1940 and in Peru in 
1947. This year the stock of a Canadian 
oil well service organization was ac- 
quired, and service operations are now 
being conducted in Saudi Arabia, Kuwalt 
(Continued on page 12) 





ODD PRICE SWINGS RULE 
THE MARKET’S COURSE 


OR the information of readers who 

are distant from New York and yp. 
able to maintain continuous records of 
stock market average price movements, 
this rough chronicle of principal change 
has been prepared. The average employed 
is the Dow, Jones & Co. industrial ayer. 
age, based upon 30 common stocks of 
the New York Stock Exchange list. 

A convenient starting point is the mini. 
mum figure for many years which was 
established at 92.92 on April 28, 1942... 
marking the bottom of investor sentiment 
in its adjustment to this country’s forced 
participation in World War II. The high. 
est of that year, after a hesitant recovery, 
was 119.71, reached on December 26, 
The market continued to make progres 
in an irregular fashion until July 14 
1943, with a closing average that day of 
145.82. 

By the end of 1943, however, the cur. 
rent had so far reversed itself as to touch 
130.68 on December 1, ending the year 
at 135.89. The subsequent hesitant recoy. 
ery attained only to 148.63 by June 20, 
1944, rising thereafter to 152.53, the 
highest of December. Several months to 
follow saw many seesaw swings, with the 
tendency higher; a feature of early 1945 
was the fact that stocks displayed only a 
degree of nervousness while the Battle of 
the Bulge was being fought out. 


Upirend in 1945 
In fact, January, 1945, with the battle 


lines in Belgium still swaying, saw senti- 
ment begin to harden steadily in favor 
of the bull side of prices. On May 29, the 
average stood at 169.08 . . . about three 
weeks after the Nazi surrender. June and 
July witnessed a stage of uncertainty, 
called a “time of consolidation,” and this 
was followed by a hard-pressing drive of 
the average up to 195.82 on December IL 
The Dow-Jones figure reached 205.35 by 
January 29, 1946, sweeping on afterward 
to the maximum seen for half a gener 
tion. The date was May 29, and the 
average was 212.50. 

Problems rising in the task of rounding 
out a durable peace began thereafter to 
toss the market about in some of the 
oddest gyrations ever recorded. Rallies, 
for the most part, had little endurance; 


reactions, in the main, petered out with | 


out covering much ground and _ this 
confusing tendency has continued 
the present. 
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HE interval since September, 1946, 

when investor confidence was shaken 
by a sharp decline in securities prices, 
has produced so little in the way of sig- 
nificant price moves that the market has 
not lent itself to long-range interpretation. 
A comparison of the “high” and “low” 
for a stock in 1947, or in 1948 to date, 
will in most cases show a sizable fluctua- 
tion, yet the price swings have been so 
short-lived and unpredictable that there 
have been few opportunities for traders 
aiming at capital gains. 

More realistic than a comparison of 
“highs” and “lows,” in gauging the re- 
sults of equity purchases, is a record of 
the prices at which active issues are sell- 
ing at 12-month intervals. Only a cursory 
examination of statistics of trading vol- 





ume is needed to show that most stock- 
holders keep their stocks for several years 
or longer. In the accompanying table are 
shown the prices of 24 well-known stocks, 





Divergent Stock Trends 


in Two Years 


of Trading Markets 


representative of leading industries, as 
of the end of August in each of the 
years 1946, 1947 and 1948. 

In the final session of August, 1946, 
most investors and traders still were view- 
ing the post-war era with optimism. The 
price decline was not to set in in earnest 
until a few days later, after the Labor 
Day holiday. Thus if a stock has since 
surpassed its level of August 30, 1946, 
it has largely lived up to the promise 
held for it in the early post-war period. 
The uptrend in price may not have been 
as dynamic as was originally looked for. 
But in the meantime dividends on a 
majority of issues listed on the New York 
Stock Exchange have been well main- 
tained; added to this has been a modest 
appreciation in price of many representa- 
tive issues over the two-year span. 

One finding of the two years is that 
it has not paid to be extremely bullish, 
or to be extremely bearish. Discrimina- 
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1946 1947 1948 
CHEMICAL 
Allied Chemical . 180 188 186% 
Dow Chemical 445,* 37% 447% 
du Pont . 197 190% 166% 
Monsanto 52% 57% 52% 
Union Carbide 33%* 353%%* 40% 


364%4# 33% 45% 


Westvaco Chemical . 












PETROLEUM 











Ohio Oil 24% 265 365% 
Pure Oil 2414 26% 36 

Shell Union Oil . 33% 31% 385% 
Stand. Oil Calif. . 55% 5814 63% 
Stand. Oil (N. J.) . 725% 765% 78% 
ete... @ 61 58% 


*Adjusted for stock split 
#Mean of bid and asked 


Share Prices over Two Years of Trading Markets 


1946 1947 1948 
Retait MERCHANDISING 
S. H. Kress 5214 4834 53 
May Dept. Stores 551% 43 42 
Montgomery Ward . 76% 59% 55 
J. J. Newberry . . 32 30 32% 
Sears, Roebuck 41% 38% 38% 
F. W. Woolworth 50% 46% 46% 





STEEL 

Bethlehem Steel . 35%* 291%* 355% 
Inland Steel - 40% 35% 43% 
Jones & Laughlin . 45 32% 35% 
Republic Steel . 384% 26% 29% 
U. S. Steel a, Re 70% 78% 
Youngstown S.&T. . 72% 683% 81 
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tion in the purchase of securities has come 
close to being everything in this period. 

Other examples are to be found in the 
stock list, but one group, petroleum, has 
been included in the adjoining tabulation 
as illustrative of an industry in which 
share prices have been in an uptrend. 
Ohio Oil shows the widest gain among 
the issues in the table, having gone from 
2444 to 365%. 


Trend of Retail Trade Shares 









As an exhibit of an opposing price 
trend, share prices of six retail merchan- 
dising issues are listed. Montgomery 
Ward and May Department Stores have 
declined substantially in price; Sears, Roe- 
buck and F. W. Woolworth show a lesser 
price shading; S. H. Kress and J. J. 
Newberry have held about even. 

Even in the retail merchandising group, 
where the slump in share prices has been 
widely noted, stocks are to be found which 
have held relatively steady in price, meas- 
ured over the two years. 

The more normal experience of the list 
of securities—namely, mixed results with 
no decisive trend one way or the other— 
is illustrated by the groupings of chemical 
and steel shares. Among the chemicals, 
Allied Chemical & Dye, Union Carbide 
and Carbon, and Westvaco Chemical 
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no 


Corp. have advanced in price; 
and Monsanto show practically 
change; while du Pont shows a consider- 
able decline. 

The over-all record of the chemicals is 
indifferent; yet an estimate of 1948 earn- 
ings for five of these same companies 
recently published by a member firm of 
the New York Stock Exchange indicated 
that all of them should earn at a higher 
rate in 1948 than in 1947. 

Paradoxes of this sort reappear among 
other industrial groups on the Exchange. 
In fact, cases in which the trend of share 
prices bears a clear relationship to near- 
term earnings—as has worked out to an 
extent with the oil and retail merchan- 
dising issues—have been in a minority. 


Steel Paradox 


It would be difficult to imagine an 
industry with brighter prospects, ever 
since the war’s end, than steel. Yet despite 
near-capacity operations, huge order back- 
logs and high rates of earnings, shares of 
three of the six steel companies listed in 
the statistical table recently were selling 
below their level of August 30, 1946. 

Closely similar conditions are to be 
found in the automotive, rail equipment 
and other metals industries. All are char- 
acterized by a refusal to capitalize post- 
war earnings at anything approaching the 
normal pre-war ratio. Current low price- 
earnings ratios are one indicator of in- 
fluences other than the earnings’ outlook 
burdening the market. 


Movie Industry 


(Continued from page 4) 





threatens competition for motion picture 
theatres on the one hand, and holds out 
great promise in the form of new activi- 
ties for the industry on the other. While 
the former factor cannot be appraised 
during the present infancy of the tele- 
vision industry, it must be regarded as 
a longer term hazard which can only be 
offset by aggressive promotion by the 
exhibition side of the movie industry. 
Large screen television, as introduced 
recently by Paramount, promises en- 
hanced spectator participation in sporting 
and other current events. Extremely favor- 
able spectator reaction was recorded to 
the televising of the Louis-Walcott bout 
and the political conventions, with audi- 
ence experience at a much higher tech- 
nical level than can be expected from 
home sets for many years to come. It has 
even been suggested that movie companies 
would be advised to promote their own 
sporting events in order to obtain an 
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additional advantage for theatre presenta- 
tion. In this way the trade could capi- 
talize on the gregariousness of the Amer- 
ican public, which has always set a high 
value on “going out” even during the 
days when radio was first a novelty, and 
considered to be a great threat to theatre 
attendance. 

The production end of the motion pic- 
ture industry can look for more positive 
benefits. One leading company already 
offers efficient transcription service for 
television programs and, as the art ad- 
vances, it is believed that a large pro- 
portion of playing time will be devoted 
to films, thus promising a source of reve- 
nue to the industry for re-issue of old 
pictures and preparation of new, special- 
ized short subjects. One large cigarette 
manufacturer is already a television spon- 
sor of weekly news reels at a fee estimated 
to approach $500,000 per annum, paid to 
a motion picture producer. 

Business and finance are examining the 
new visual art in exploration of ways to 
dramatize their fields. 


Difficult Appraisal 


The long-term effects of the proceed- 
ings under the Sherman Act, initiated 
some years ago by the Department of 
Justice, are even more difficult to appraise. 
At long last the District Court in New 
York City handed down a decision at the 
end of 1946, which opinion was largely 
reversed by the Supreme Court in the 
spring of this year. The prospects at the 
present time range all the way from main- 
tenance of the status quo to a rather 
drastic curtailment of the interest of pro- 
ducing companies in the exhibition end 
of the business. Should the latter come 
to pass, the investor might well receive 
higher market values than presently en- 


Halliburton Co. 


(Continued from page 10) 
and Sumatra. The Venezuela branch, op 
erating 10 camps in that country ang 
four in Colombia, produces the larger 
part of Halliburton revenues from jg 
foreign operations. 

A new development affecting the com. 
pany’s business has grown out of off-shor 
well drilling along the Gulf of Mexico, 4 
marine department, equipped with severg] 
former war vessels used to land tanks 
carries bulk cement and cementing appl. 
ances. The extent of the company’s bulk 
cement business is recorded in the opera 
tion of 35 plants, including storage fy. 
cilities and railroad trackage. In proces 
of plant and land development in cop. 
nection with the company’s business, cap 
ital expenditures in 1947 were reported 
as $5,324,000, and $5,559,000 was laid 
out for the same purpose in 1946. 

The consolidated balance sheet for Hal. 
liburton and subsidiaries as of Feb, 2 
last showed assets of $30,616,894. Cur. 
rent assets amounted to $11,544,690 and 
current liabilities were $5,839,959. Earned 
surplus was reported at $15,450,268. Re 
ported net income after taxes in the year 
ended Dec. 31, 1947, was $4,801,687, com- 
pared with $2,903,200 in 1946, 

A dividend of $1.50 a share was de 
clared on March 5 this year, payable in 
installments during the year. 





joyed, in the fashion reminiscent of the 
pubiic utility holding company liquids 
tions occurring in recent years. On the 
other hand, a maintenance of the status 
quo would be expected to focus attention 
on the generous fundamental earning 
power of the industry, unhampered by 
government interference. 
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TABLE II—MOTION PICTURE INDUSTRY—CORPORATE OPERATIONS 
(Millions) (Millions) 

Net before % of Net after Dividends 
Sales Taxes Sales Taxes paid 
1947 $1790 $269 15.0% $161 $76 
1946 1779 336 18.9 202 65 
1945 1574 255 16.2 104 35 
1944, 1483 258 17.4 102 33 
1943 1327 255 19.3 99 35 
1942 1149 156 13.6 77 26 
1941 1004 79 7.9 53 24 
1940 949 52 S35 38 18 
1939 883 42 4.8 30 15 
1938 887 40 4.5 29 21 
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CAN. 


OTTAWA, 


If a person has a sizable success, or even 
something less, in building up his capital 
in securities, he gets pretty sure of his judg- 
ment. Too certain of it, as I have admittedly 
been, especially when stock prices moved 
off in the spring of 1946 after looking very 
good for a couple of years. Haven’t done so 
badly this year, in a conservative way, but 
I want to go on record that Mr. Baty’s com- 
mon-sense article in your last issue caused 
me to stop and think—checking up on my 
own ideas. The investment “plugger” has 
the edge over the in-and-outer, although he 
may miss some excitement when prices are 
going his way pretty fast .. . [ll have a 
good word for my secretary when I get back 
for sending THE EXCHANGE to me on vaca- 
tion. 

j. T. 


MARION, OHIO 


The stock market is positively incredible. 
Just looked over a list that showed no less 
than 25 mixed issues which are selling for 
only three to five times their actual, reported 
rate of net earnings per share. Doesn’t 
ownership of valuable property, plants, in- 
ventories, cash, etc.—to say nothing of “go- 
ing business” worth—count for anything any 
more? The stock market always is going 
through “spells” of one sort or another, 
counting in ups and downs and flat stretches, 
but with business results what they are and 
have been for a long time, and the way 
prospects size up, bargain hunters must be 
as dead as the dodo. 

E. &. 


FLEMINGTON, N. J. 


... Your writer took a plausible position 
in that article (August issue), showing how 
oil stocks had kept on “discounting” the 
industry’s prospects after other kinds of 


stocks started to set back. Plausible, but 
did it have a sound basis? Stock market 
action these last two years has not been 
discounting anything, in my opinion. It has 
not even recognized present good earnings 
except by occasional weak-kneed swings, 
then followed by retreats. What the stock 
market has been showing since early 1946 
is the influence of world unsettlement and 
not much in addition. The oils have been 
bought by persons who want to buy assets, 
dividends or “discounting” standing sub- 
ordinate. 


P. 2. W. 


UTICA, N. Y. 


It does not necessarily hold good that 
the Dow Theory gave a false signal last 
May 14, as a letter in your columns sug- 
gested last month. According to my appli- 
cation of the Theory, the average could 
have fallen back to 175 after reaching 
193.16 on June 15 without disclosing more 
than a temporary reaction. Up to now at 
least (August 26) the industrial average 
has found resistance to declining move- 
ments around 180, and it shows stubborn 
resistance there. Who is right will be seen 
later. 


F. R. C. 


NEW YORK CITY 


There is too much dabbling in economics 
and statistics by plain dabblers. For ex- 
ample, I read the other day a solemn pre- 
diction that prices cannot be expected to 
recede from their plateau of 1948 to levels 
comparable to those of 1939 or earlier. That 
is, we may expect indefinitely to pay in- 
flated prices. This is nonsense, if precedents 
have any weight. Prices move over deliberate 
cycles, true enough, and time is needed to 
trace the swing of any index; but after the 
Civil War and post-war inflation (the 


Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


“Greenback” period), less than a-generation 
saw a vast reversal of prices. From the 
resumption of specie payments in 1879 to 
the hard times of 1891-1895 was a little 
more than a dozen years, and farmers, among 
other producers, had to take mighty low 
prices for their output in the early 90s. 


R. H. G. 


TOPEKA, KAN. 


Corporations, as I notice in THe Ex- 
CHANGE, keep a far larger share of their 
net profits to reinvest in the business than 
used to be the practice .. . a difficult de- 
parture for investors who need income. 
The beneficiaries are the corporations, them- 
selves, for obvious reasons, and those in- 
vestors who would have to pay in taxes a 
large part of their dividends, if received. 
Still, investors of all groups are advantaged, 
for plant expansion paid for in cash out of 
earnings tends to improve profit prospects 
later besides building up assets, also re- 
ducing, in many instances, costs of opera- 
tion. “’Tis an ill wind,” etc.! 


M. D. R. 


BREVARD, N. C. 


I like the article in the August number so 
well that I must acknowledge it—‘“Road 
To Investment Satisfaction” by M. R. Baty. 
It seems to be right up my alley as a small 
investor for income, and over the years— 
I have lived 76 of them—his philosophy 
has proved itself, and no doubt will do so 
again. I have lived in five states and several 
towns in those 76 years and in no one of 
them could I have made an investment and 
lost, by holding on long enough. That is 
true of sound stocks, which represent the 
real America with its growth potentials. 


E. R. P. 
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You make the Financial Weather 


A free market, like a free 
election, provides a meeting 
ground for all shades of 
public opinion...and the 
majority opinion of the 
moment prevails. 


Thus, this financial market- 
place—one of our great free 
institutions—records the 
composite opinions of millions 
of investors. Their ideas about 


the future of business, about 
all economic questions that 
affect the national welfare, 
are reflected daily in the 
market quotations. 


You, asa part of the American 
investing public, help make 
the weather in this financial 
market. The Exchange itself, 
barometer-fashion, merely 
records it. 


BEWARE OF “THEY SAY” 


To those who exercise their 
financial “vote” through’ 
the facilities of this market, 
the Exchange offers this @ 
advice: At no time is it safe 
or sensible to base your: 
investment decisions on) 
vague rumors or alleged? 
“inside” tips. The grapevine ™ 
will always let you down.} 


NEw York STOCK EXCHANGE 
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